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The Declining Economic 
Status of Young Workers 
in OECD Countries 
David G. Blanchflower and Richard B. Freeman 
Throughout the OECD, young people had greater problems in  the job 
market in the 1990s than in earlier decades. In some countries, this shows 
up in relatively high unemployment rates and low rates of employment to 
population. In other countries it takes the form largely of reduced wages 
for young workers. The worsened job market for the young occurred de- 
spite three trends favorable to them: a demographically induced decline in 
their relative supply; increased enrollments in school, which should have 
lowered the supply of youths to the job market; and an expansion of low- 
wage service industries that traditionally hire many youths. This chapter 
documents the dimensions of the deterioration in the youth job market 
and isolates the aggregate unemployment  rate as the only variable that 
is consistently related to that deterioration. Finding that high aggregate 
unemployment excessively affected young workers in the 1990s is consis- 
tent with earlier NBER work (see Clark and Summers 1981). Our analysis 
also shows, however, that aggregate unemployment by itself falls far short 
of explaining the pattern of change. Conditional on aggregate unemploy- 
ment, the male employment-population rate trended down while the fe- 
male employment-population  rate trended  up,  as did the employment- 
population rate for teenagers in school of both sexes. 
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1.1  The Transition into Work 
Over a period of years any given cohort of young people moves from 
near full enrollment in school to negligible enrollment in school, and from 
negligible labor market activity to high levels of labor market activity. The 
length of the transition period depends on the pattern of elementary and 
secondary education and of higher education and vocational training in a 
country and on the economic attractiveness of work. In most advanced 
countries, the period covers 10 to 15 years: from roughly age 16 to ages 
25-30.  At age 16 the vast majority of the young are enrolled in school; by 
ages 25-30  school enrollment rates are 5 percent or less. At age 16 employ- 
ment-population rates and labor force activity rates are low; by ages 25-30 
they are high for both men and women. In this section we  examine the 
pattern  of this transition  and the effects of  aggregate unemployment  on 
the transition. 
Figure 1.1 shows the transition in terms of the percentage of  youths in 
school in two or three age cohorts, separately by  gender, as those cohorts 
age. The horizontal  axis reports the years since age  16 for specified co- 
horts. The vertical axis gives the percentage of the youth cohort in school. 
The data for the European countries are derived from EUROSTAT-based 
surveys in which persons are asked if they are in school, regardless of their 
major activity. For most countries the figure covers the cohort aged 16 in 
1983 and the cohort aged 16 in 1988. For the United States and Canada 
the data series is longer, covering the  1973 cohort for the United  States 
and the 1976 cohort for Canada. The U.S. figures are limited to persons 
who report that their major activity is school and thus understate the num- 
bers in  school compared to most  other  countries.'  The figure shows a 
universal decline in the percentage in school. In Europe and in Canada 
the curve for the 1988 cohort lies above the curve for the 1983 cohort, 
implying that years in school are increasing. Data for the individual coun- 
tries show that this is due in large part to sharp upward shifts in schooling 
in Portugal, Spain, and France. In the United States, where postsecondary 
education increased earlier than elsewhere, the curves lie essentially on top 
of one another, implying a stable proportion enrolled in school as their 
major activity in the periods covered. 
Figure 1.2 examines the transition from school to work in terms of the 
endpoint state of employment. This figure shows the percentage of youths 
I. The extent of the understatement can be estimated for 16-24-year-olds,  who, from the 
early 1980s to the early 1990s, were also asked directly if they were enrolled in school. The 
rates of enrollment so reported are approximately 10 percentage points higher than the pro- 
portion  who report  school as their major activity.  In 1993, 21 percent  of 16-24-year-olds 
who reported work as their major activity also said they were enrolled in school, largely in 
college, and over two-thirds were full-time students. Cross-country comparisons of school 
enrollment based on administrative data, as in OECD (1995), are also subject to problems, 
due to differences in the level of schooling, full-time versus part-time status, etc. The Declining Economic Status of Young Workers in OECD Countries  21 
in a cohort who are employed whether they are in school or out of school. 
The pattern  of cohort employment is a mirror  image of the pattern  for 
schooling shown in figure 1.1. The percentage working rises in a sigmoidal 
curve. For men the cohort employment curves approach 85 to 90 percent 
in most countries. But in Europe, where the aggregate unemployment rate 
is relatively high, the cohort employment  curves  are lower than in  the 
United States, with lower aggregate unemployment rates. Similarly, co- 
horts who entered the job market in  the late  1980s tend to have lower 
employment rates than cohorts who entered earlier. The fall in the cohort 
employment curves was greatest for France and Canada (see Blanchflower 
and Freeman 1992; OECD 1996). For women the curves also have a logis- 
tic shape, but the increases in the percentage working levels off at notice- 
ably different levels among countries. In many countries the female em- 
ployment rates approach 75 percent or so, but in some countries, such as 
Greece, Spain, and Italy, they level off at much lower rates. 
How has the transition from school to work changed during the period 
under study? Table 1.1 provides a capsule picture of the activity status of 
young persons aged 18 and 22 in 1997 and 13 years earlier in 1984, by sex, 
as reported  in labor force surveys. The table shows a general pattern of 
increased school enrollments, constant level of apprenticeships, increased 
proportion of the young neither in school nor in the labor force, decreased 
employment-to-population rates, and high rates of unemployment in most 
countries for youths of both  genders. The rise in school enrollments is 
most marked outside the United States. Among 18-year-olds, in 1986 61 
percent of U.S. men and 56 percent of U.S. women were in school, consid- 
erably above the OECD averages by  gender (48.8 percent for men and 
50.6 percent for women). By  contrast in  1997, U.S.  18-year-old men are 
just slightly above the OECD average in the percentage enrolled in school 
and U.S. women are slightly below the OECD average. The proportion of 
young men who are idle-that  is, neither in school nor in the labor force- 
has increased  over the period  1984-97  and especially so in the United 
Kingdom  and the United  States,  although  the levels are considerably 
higher for the former:  11.4 versus 6.8 percent  for  18-year-olds and 8.4 
versus 5.6 percent for 22-year-olds. The proportion of young women who 
are idle decreased in the OECD as a whole but increased, as it did for men, 
in Germany, the United States, and the United Kingdom. With respect to 
employment, employment-population rates fell between 1984 and 1997 in 
virtually all the OECD countries in the table. The unweighted average 
shows that 35.4 percent of  18-year-old men were employed in 1997 com- 
pared to 43.8 percent employed in  1984, a drop of 8.4 percentage points, 
and that 29.9 percent of 18-year-old women were employed in 1997 com- 
pared to 36.6 percent in 1984, a drop of 6.7 percentage points. The compa- 
rable figures for 22-year-olds show drops in employment rates of 7.0 per- 
centage points for men and 4.0 percentage points for women. Interestingly, A 
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Fig. 1.1  Enrollment 
Note: A, France, males; E, France, females. C, Germany, males; D,  Germany, females. E, 
Italy, males; E; Italy, females. G,  U.K., males; H,  U.K., females. I,  U.S.,  males; J, U.S., females. The Declining Economic Status of Young Workers in OECD Countries  23 
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Fig. 1.1  (cont.) 
unemployment as a proportion of population-which  is a better measure 
of labor market slack than the unemployment rate in most countries be- 
cause of reductions in the size of the labor force arising from increases in 
schooling-declined  in most countries for both men and women. Major 
exceptions to this are to be found in Australia and France. 
Table  1.2 presents employment-population  rates for men  and women 
for the years  1979, 1989, and 1997 for 15-19-year-olds, 20-24-year-olds, 
and 25-54-year-olds  for  12 countries. The proportion  of the oldest age 
group that is employed has fallen slightly overall for men (from 91.6 per- 
cent in 1979 to 86.8 percent in 1997) but has increased by over 10 percent- 
age points for women (from 53.3 percent in 1979 to 63.9 percent in 1997). 
This contrasts with declines in employment rates over the period 1979-97 
for women aged 15-19  and 20-24  in most countries. The main exceptions 
are for the 20-24  age group, where there were increases over the period in 
question in the United States and Norway and to a lesser extent in Austra- 
lia and Japan. In every country the proportion  of total employment ac- 
counted  for by  the young appears to have declined. Overall, the main A  1°01 
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Fig. 1.2  Employment 
Nore: A, France, males; B, France, females. C, Germany, males; D, Germany, females. E, 
Italy, males; E  Italy, females. G,  U.K., males; H, U.K., females. I,  U.S., males; J,  U.S., fe- 
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Fig. 1.2  (cont.) 
result from tables 1.1 and 1.2 is that the transition period from school to 
work has grown longer. 
One consequence of the longer transition period is an upward trend in 
the proportion of working youths at specific ages who are students.’ This 
is shown in table 1.3 for young persons aged 18, 22, and 26. Among 18- 
year-olds the rise in the student proportion of youth employment is sub- 
stantial in some countries. For instance, in Denmark, the in-school pro- 
portion of the.employed rose from 23.9 percent in 1984 to 50.8 percent in 
1994 among men and from 32.5  percent in  1984 to 63.5 percent in  1994 
among women. The rise in the student share of the youth workforce is 
noticeable even in countries where students have not traditionally worked, 
such as France and Italy. Among all OECD countries in the sample the 
unweighted share of 18-year-old male employees who were students rose 
from  15.7 percent  in  1984 to 25.1  percent  in  1994. Similarly, the un- 
weighted share of  18-year-old female employees who were students rose 
2. This is not an algebraic necessity because nonstudents could have increased their em- 
ployment while that of students fell. In fact, the opposite occurred. Increased employment 
of “in-school” youths helped raise the student share of the workforce. Table 1.1  Labor Market Status, 19W97 
In Some  Not in School 
Attending School  Apprenticeship  and Not in Labor  Employment-  Unemployment- 
(“h)  (%)  Force (%I)  Population Ratio  Population Ratio 
Gender and Country  1984  1997  1984  1997  1984  1997  1984  1997  1984  I997 














































































































































































































































































































































































































































































































(continued) Table 1.1  (continued) 
In Some  Not in School 
Attending School  Apprenticeship  and Not in Labor  Employment-  Unemployment- 
(%")  ("/.)  Force (%)  Population Ratio  Population Ratio 
Gender and Country  1984  1997  1984  1997  1984  1997  1984  1997  1984  1997 
























































































































































OECD average  17.4  35.1  2.1  2.9  18.2  11.2  57.6  53.6  12.4  11.6 
Source; OECD  (1 999). 
Nofe:  n.a. = data not available. OECD average is unweighted. 
&Data  refer to 1984 and 1994. 
bData  refer to 1984 and 1996. 
LData  refer to 1983 and 1997. 
'IData refer to 1986 and 1997. Table 1.2  Employment-Population Ratios, 1979-97 
1979  1989  1997 
Country and Gender  15-1 9  20-24  25-54  15-19  20-24  25-54  15-19  20-24  25-54 
Australia  Men  52.5  82.6  91.7  51.9  82.1  89.0  42.2  71.3  84.6 
Women  43.8  63.6  48.8  48.8  71.4  62.3  43.7  66.2  64.1 
Canada  Men  48.0  77.0  90.4  51.8  75.7  88.0  36.8  67.8  83.9 
Women  43.0  64.9  54.2  50.2  70.6  69.1  36.4  62.8  70.5 
France  Men  22.8  73.8  93.3  12.9  59.0  89.8  7.5  40.5  85.6 
Women  13.5  59.0  59.5  7.0  45.5  64.0  2.7  30.4  67.3 
Germany  Men  46.9  76.8  93.0  39.7  73.3  87.1  31.7  68.0  85.1 
Women  42.2  67.7  53.3  34.3  68.3  57.7  24.4  60.8  66.0 
Ireland  Men  43.8  83.6  88.8  22.4  65.1  78.8  20.6  63.9  81.7 
Women  36.8  65.2  26.3  18.2  63.5  36.6  15.0  59.0  53.0 
Italy  Men  24.3  58.9  91.5  17.4  53.6  86.4  14.8  41.1  79.1 
Women  17.2  41.9  36.2  11.6  40.3  42.3  9.4  29.7  44.2 
Japan  Men  17.0  67.9  95.7  15.6  68.5  95.5  16.9  70.3  95.1 
Women  18.1  67.6  55.2  16.3  71.5  61.9  15.6  68.9  64.6 
Norway  Men  39.4  59.5  92.  I  38.6  72.4  89.7  40.4  72.3  89.7 
Women  35.8  58.4  64.9  39.7  63.6  76.2  36.5  62.5  80.4 
Portugal  Men  58.8  82.9  92.1  48.2  76.2  92.0  23.0  58.8  87.7 
Women  38.4  54.1  49.6  33.6  59.3  63.6  15.2  47.3  71.1 
Spain  Men  44.2  71.9  90.  I  33.7  58.9  84.5  19.3  47.2  80.1 
Women  31.5  45.7  28.9  17.8  36.6  35.3  8.7  32.3  43.4 
United Kingdom  Men  -  -  -  65.8  81.6  89.2  52.1  71.6  85.4 
Women  -  64.3  69.2  67.3  52.4  63.9  71.3 
United States  Men  51.7  78.9  91.2  48.7  77.8  89.9  43.4  75.2  88.4 
Women  45.3  62.4  59.0  46.4  66.4  70.4  43.3  66.8  73.5 
OECD  Men  41.6  74.6  91.6  36.4  70.3  89.3  29.1  63.8  86.8 
Women  34.5  60.9  53.3  31.7  59.9  59.6  24.1  53.2  63.9 
-  - 
Source: OECD (1999). 
Note: OECD average is unweighted using a fuller set of countries. Table 1.3  Student Proportion of Youth Employment, 19W94 
Age 18  Age 22  Age 26 



































































































































































































































Source: OECD School Cohort Dataset. 
Nore: OECD average is unweighted. 
mData  refer to 1993 and 1994. 
bData refer to 1986 and 1994. 
'Data refer to 1983 and 1993. The Declining Economic Status of Young Workers in OECD Countries  31 
from 14.4 percent in 1984 to 30.2 percent in 1994. Trends are similar for 
22- and 26-year-olds, though for these age groups the student proportion 
of  young  workers  remains  generally  small.  Over  all, working  while  in 
school is becoming a more important part of the school-to-work transi- 
tion than the traditional model of school, then work. 
Successful transition into the world of work varies considerably by edu- 
cational  attainment  in  every  country.  We  illustrate  this  phenomenon 
across countries in tables  1.4 through  1.7. Table 1.4 presents unemploy- 
ment rates for  1996 one year after leaving education by  level of educa- 
tional  attainment.  Unemployment  rates  are generally  much  higher  for 
those with  the least  education.  What  does stand out from  this  table, 
though, is how low the unemployment rates for the least educated are in 
Germany (9.7 percent for men and 13 percent for women). This contrasts 
dramatically with most other countries, where more than one-third of such 
individuals were unemployed one year after completing their educations. 
Table 1.5 uses longitudinal data and reports labor market status in surveys 
taken one, three, and five years after completing initial education. It tells 
a story similar to that reported in table 1.4. Germany gets young people 
into jobs early and they stay employed. It takes much longer for young 
people in the United  States, for example, to find work. Table  1.6 once 
again uses longitudinal data: young people report their labor market sta- 
tus in each of five years after they complete their educations. Youths in 
Germany are much  less likely to report  any unemployment experience 
than those in either Australia or the United States. Table 1.7 uses recall 
data to generate work histories over the five-year period after completion 
of initial education. Labor market status is reported in each month over 
the period; the table reports the proportion of the sample who have spent 
any time unemployed. Approximately  28  percent of youths in Germany 
experienced some unemployment, compared with 56 percent in the United 
States. There was no significant difference between men and women in the 
proportion who had experienced unemployment in either Germany or the 
United  state^.^ What is noticeable is the much higher proportion of young 
people in Germany than in the United States who had never been unem- 
ployed (82 and 44 percent, respectively). Also, the experience of unem- 
ployment declines dramatically with level of educational attainment, with 
the rise in unemployment experience being much greater in the United 
States than in Germany. Unemployment duration in France for the least 
educated was especially long: over 58 percent of the least educated experi- 
enced at least 12 months of unemployment, compared with just under 10 
percent in Germany and around 23 percent in the United  States. What 
3. In Germany 27.1 percent of men and 28.6 percent of women had experienced unem- 
ployment, compared with 56.4 percent of  men and 58.0 percent of women in the United 
States. Table 1.4  Unemployment Rates One Year after Leaving Initial Education, 1996 
Men  Women 
Less Than  Upper  University/  Less Than  Upper  University/ 
Country  Upper Secondary  Secondary  Tertiary  Upper Secondary  Secondary  Tertiary 
Belgium 
Denmark 
































































































Source: OECD (1999). 
Note: OECD unweighted average also includes Austria and Luxembourg. 
"Data refer to 1995. Table 1.5  Employment Rates over First Three to Five Years after Leaving 
Initial Education 
Men  Women 
First  Third  Fifth  First  Third  Fifth 
Education and Country  Year  Year  Year  Year  Year  Year 
Less than upper secondury 
Australia  65.1  65.9  75.9  55.4  45.5  39.2 
France  77.5  81.3  78.1  68.3  73.0  69.0 
Germany  87.5  91.9  88.5  73.7  79.2  72.6 
Ireland  75.9  81.0  78.4  62.7  64.9  61.2 
United States  49.5  64.8  79.8  31.6  31.9  39.3 
Upper secondury 
Australia  74.9  74.9  82.5  78.2  75.4  14.2 
France  n.a.  n.a.  n.a.  n.a.  n.a.  n.a. 
Germany  88.2  96.3  95.0  83.6  89.9  86.0 
Ireland  68.1  90.3  87.1  62.0  87.6  88.5 
United States  71.6  77.1  85.9  61.1  68.0  71.1 
Universityltertiury 
Australia  78.2  84.0  87.0  79.0  77.6  77.6 
Francea  80.4  94.4  95.5  77.6  91.2  91.2 
Germany  85.9  87.7  99.7  75.4  82.7  86.9 
Ireland  73.7  83.6  n.a.  78.6  94.0  n.a. 
United States  87.1  94.7  95.4  81.0  86.9  81.8 
Source: OECD (1998). 
Note: Employment rate is expressed as the percentage of the sample with a job. n.a. = data 
not available. 
“Data  refer to first, third, and fourth years after completion of education. 
Table 1.6  Employment during First Five Years after Leaving Initial Education 
Men  Women 
Never  Never  Never  Never 
Education and Country  Employed  Unemployed  Employed  Unemployed 
Less thun upper secondary 
Australia  8.3 
Germany  1.5 
United States  7.8 
Upper secondary 
Australia  4.4 
Germany  0 
United States  2.9 
Universityltertiury 
Australia  5.2 
Germany  0 




























Source; OECD (1998). Data are as follows: Australia, Australian Youth Survey; Germany, 
German Socio-Economic  Panel; and United States, National Longitudinal Survey of Youth 
(for details of data, see OECD 1998, annex 3B). Table 1.7  Concentration of Youth Unemployment over Five-Year Period after Leaving Initial Education 
Germany  United States 
France 
Less Than  Less Than  Upper  University/  Less Than  Upper  University/ 
Unemployment Duration  Secondary  All  Secondary  Secondary  Tertiary  All  Secondary  Secondary  Tertiary 
Percentuge of  Populution Experiencing Unemployment 
None  17.9  82.2  61.8  74.9  77.6  43.8  15.9  30.4  53.0 
1-3  Months  5.6  6.7  9.3  4.2  9.0  28.1  27.9  28.5  27.9 
3-6  Months  5.9  9.5  9.1  9.8  9.4  10.8  16.3  12.3  9.4 
6-9  Months  6.6  3.4  5.6  3.4  1 .0  6.5  7.7  9.6  4.5 
9-12  Months  5.6  3.1  4.5  3.5  0  3.5  9.0  5.8  1.6 
12-24  Months  25.6  3.7  6.8  2.6  3.1  6.5  16.1  10.9  2.8 
24-36  Months  16.8  0.8  1.4  0.8  0.0  I .5  5.1  2.2  0.8 
36 Months or more  15.9  0.8  1.4  0.8  0.0  0.3  2.1  0.3  0.1 
1-3  Months  1.1  4.8  3.8  3.2  16.0  9.7  4.6  7.1  16.7 
3-6  Months  2.7  17.3  9.7  19.1  37.  I  13.4  8.7  10.8  20.0 
6-9  Months  4.2  11.1  10.8  12.4  5.7  13.7  7.0  14.0  16.4 
9-12  Months  4.4  14.2  13.4  17.5  0  10.9  10.8  11.7  9.5 
12-24  Months  24.9  27.6  31.4  22.4  41.3  33.1  34.5  37.8  24.4 
24-36  Months  25.2  10.2  11.9  10.9  0  15.2  22.4  15.8  10.6 
36 Months or more  37.5  14.8  19.0  14.5  0  4.1  11.9  2.9  2.3 
Source: OECD (1 999). 
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is perhaps surprising is the similarity in the degree of concentration of 
unemployment in Germany and the United States. Among all Germans 
the 1.6 percent of the population who experienced at least two years of 
unemployment accounted for 25 percent of all weeks of unemployment 
over the five-year period examined. Analogously, in the United States the 
1.8 percent of the population with at least two years of unemployment 
accounted for around 20 percent of total unemployment. This evidence is 
inconsistent with the view that the transition from school to work is domi- 
nated by short spells. Germany seems particularly successful in getting the 
vast majority of its young people into work. Just like the United States 
and France, Germany appears to have difficulties finding jobs for a small 
group of less educated individuals. Of particular concern is the fact that an 
increasing proportion of the unemployed in Germany reside in households 
where no other person is employed,  and especially so for unemployed 
teenagers. Indeed, as table 1.8 shows, the proportion has more than dou- 
bled since 1985 with reunification. In 1996 a higher proportion of unem- 
ployed teenagers  in  Germany resided  in households where nobody else 
was working than in any other country except Ireland (36.3 percent in 
Germany in 1996 compared with an OECD average of 22.2 percent). 
Does the extension of the period of schooling and delay of working 
reflect the state of the macroeconomy or is it the result of other factors? 
To what extent is the schooling-employment status of youths sensitive to 
aggregate economic forces? 
To answer these questions, we developed a data file that gives the num- 
ber of young people who are working or in school by single year of age 
for the age group 16-35,  separately by  gender. Data are available for 15 
countries: the United Kingdom, Belgium, Denmark, France, West Ger- 
many,  Greece,  Ireland,  Italy,  Luxembourg,  the  Netherlands,  Portugal, 
Australia,  and  Spain  for  the  period  1983-94;  the  United  States  for 
1970-93;  and Canada for 1976-94-making  an overall total of 8,000 ob- 
servations. The activities of youth fall into four disjoint states. The first 
state is the starting point for the transition: youths in school and not work- 
ing (SN). The second state is being in school and employed (SE). The third 
state is being out of school and not working (ON). The fourth state is 
being out of school and employed (OE). SN and OE are the endpoints of 
the school-to-work transition process; while SE and ON are more transi- 
tional states. 
We  estimate  the  effect  of  aggregate  demand on the  distribution  of 
youths among these four states by regressing the proportions of each age- 
gender group in the particular category on the rate of national unemploy- 
ment in each year, a gender dummy, an age dummy, and a time trend.4  We 
estimate a linear probability model for each country separately and then 
4. For details of  the data files and the means of the aggregate unemployment  rates, see 
app. C in Blanchflower and Freeman (1996). 36  David G.  Blanchflower and Richard B. Freeman 
Table 1.8  Proportion of Unemployed Youths in Households Where No Other 
Person Is Employed, 1985-96 
~~ 
Age 15-19  Age 20-24 




















26.4  22.8  37.1  36.3 
n.a.  18.4  n.a.  21.6 
20.2  33.9  28.3  38.8 
21.7  24.1  39.7  40.9 
n.a.  23.5  n.a.  64.6 
19.2  25.8  27.9  29.8 
17.5  36.3  36.6  45.5 
18.6  16.1  25.7  23.6 
27.9  40.5  35.0  43.5 
12.4  21.5  21.1  27.2 
n.a.  8.5  n.a.  8.5 
22.3  17.8  48.6  44.5 
8.9  9.5  15.1  18.6 
20.0  22.6  24.1  26.2 
n.a.  4.8  n.a.  22.5 
26.6  32.4  44.1  48.7 
20.6  18.8  39.6  40.1 
19.4  24.9d  30.6  36.0" 
20.2  22.2'  32.5  34.2' 
Nole: n.a. = data not available. 
"Data refer to 1986 and 1996. 
hData  for Germany relate to West Germany in 1985 and the whole of Germany in 1996. 
'Data  refer to 1988 and 1996. 
'The  averages are respectively 25.6 and 34.6 for the 15-19  age group and 20-24  age group 
when Austria and Finland are not included. 
'The  averages are respectively 24.3 and 36.7 for the 15-19  age group and 20-24  age group 
when Austria, Finland, Mexico, and Switzerland are not included. 
pool the regressions to cover all countries, with country dummies to allow 
for different levels of outcomes. Table 1.9 summarizes the results in terms 
of the coefficients on the rate of aggregate unemployment on the four cate- 
gories and on two composite categories: the proportion in school and the 
proportion employed. The effect of unemployment  on schooling reveals 
disparate results across countries. In some cases schooling is strongly posi- 
tively related to unemployment (Germany, the Netherlands, Portugal, and 
Denmark); in other cases it is negatively related to aggregate unemploy- 
ment (Italy, Luxembourg, and Belgium); in yet other cases schooling and 
aggregate unemployment have little relation (the United States, the United 
Kingdom, Canada, Spain, Ireland, and Greece). Pooling all of the coun- 
tries  together,  schooling is positively  related  to unemployment,  but the 
diverse country results gainsay any broad generalization. Table 1.9  Estimated Effects of Aggregate Unemployment on the Proportion of Youths acros Labor Market States 
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-.0909  (5.82) 
,0338 (0.46) 
-  ,4067 (1.37) 
-  ,0989 (1.69) 
-.0836  (6.24) 
-.5175  (7.25) 
-.I413  (4.29) 
,3890 (7.50) 
.0453 (0.77) 
-.3293  (2.80) 
-  ,3442 (4.70) 
-.3205  (0.99) 
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-.6770  (1.16) 
-1.1538  (16.03) 
-  1.3337 (5.46) 
-.7601  (2.95) 
-  1.0928 (5.88) 
-1.3010  (7.06) 
-  1.1682 (4.48) 
-2.0347  (3.52) 
-.8396  (1.39) 
-.8796  (2.39) 
,3922 (0.95) 
-  1.7295 (1.97) 
-  1.2228 (2.09) 
-  1.8397 (8.88) 
-.9215  (6.14) 
-1.3164  (6.66) 
-.5639  (3.13) 
-1.1267  (14.5) 
-  1.0520 (6.97) 
-.6059  (2.37) 
-  1.8338 (8.35) 
-1.3471  (7.48) 
-.8461  (2.29) 
-.9025  (3.48) 
-1.7491  (3.03) 
-  1.3720 (8.98) 
-  1.6295 (3.01) 
,301 3 (0.86) 
-  ,8348 (1.43) 
-  ,3289 (0.41) 
-  ,6547 (3.58) 
-  1.5841 (6.77) 
-1.9387  (9.13) 
Source: OECD School Cohort Dataset. 
Note: SN = in school and not working. SE = in school and employed. ON = out of school and not working. OE = out of  school and employed. Controls 
include 19 age dummies, a time trend, a gender dummy, plus 14 country dummies in the overall equation. Numbers in parentheses are t-statistics. 38  David G.  Blanchflower and Richard B. Freeman 
By  contrast, there is no ambiguity in the effect of aggregate economic 
conditions on the proportion of a cohort that is  neither  in  school nor 
working or that is employed. The proportion neither in school nor work- 
ing-sometimes  called  “idle”-falls  with  unemployment  in  nearly  all 
countries. In the pooled OECD sample, an increase in  aggregate unem- 
ployment raised the proportion idle by 0.73 percentage points. Contrarily, 
unemployment  reduces the employment  rate of youths by  1.13 percent- 
age points. 
Employment during school and employment when out of school gener- 
ally play different roles in the lives of youths. In most cases, employment 
during school is a secondary activity (though for some, it may be the only 
way  to fund their education), whereas for out-of-school youths, employ- 
ment is potentially  the dominant allocation  of time. The coefficients on 
unemployment in the SE and OE columns show that the employment of 
youths in school is less sensitive to aggregate economic conditions than 
the employment of youths out of school. 
The sensitivity of schooling and employment proportions to aggregate 
economic conditions varies considerably with age, declining as youths ap- 
proach the end of the transition period. Table 1.10 documents this pattern 
using a pooled data set that includes all of the countries in the sample. The 
table records coefficients and standard errors on aggregate unemployment 
from regressions  of the proportion of youths in school, employed, and 
unemployed by single age, with a dummy variable for gender, a time trend, 
and individual country dummies. The size of the coefficients on aggregate 
unemployment  fall with age for all three outcome measures, but at very 
different rates. The percentage of persons enrolled in school is just as sen- 
sitive to unemployment for those in their mid-20s as for younger persons, 
and the employment rate is only modestly less sensitive for those in their 
mid- to late 20s than for teenagers. Only unemployment  shows a steady 
drop in sensitivity to aggregate unemployment. One interpretation of the 
similarity between coefficients on the percentage in school and percentage 
employed variables through the mid- to late 20s is that responses are simi- 
lar even as persons are aging 10 to 12 years because the transition period 
has become elongated. 
Table  1.11 differentiates youth employment patterns by  gender as well 
as by enrollment  status. It records the results of linear probability  esti- 
mates of the coefficients of aggregate unemployment and of the time trend 
on the employment of men and women  separately, conditional on their 
schooling status. The coefficients on unemployment show that the employ- 
ment of youths in school is less sensitive to aggregate economic conditions 
than the employment of youths out of school. This is true for all countries 
taken together for men (a coefficient on unemployment  for the in-school 
group of -0.83  vs. -  1.40 for the out-of-school group) and for women (a 
coefficient on unemployment for the in-school group of -0.90  vs. -  1.03 The Declining Economic Status of Young Workers in OECD Countries  39 
Table 1.10  Estimated Effects of Aggregate Unemployment on the Proportion of 
Youths across Labor Market States by Age and Gender 















































-1.1267  (14.45) 
-  1.2778 (7.24) 
-  1.3276 (7.42) 
-  I .2436 (7.37) 
-  1.2073 (7.18) 
-  I .2706 (7.93) 
-  1.2756 (7.65) 
-  1.2777 (7.28) 
-  1.2808 (7.55) 
-  1.2607 (7.55) 
-1.1911  (7.22) 
-  1.1567 (6.86) 
-  1.1  159 (6.40) 
-  1.2054 (6.53) 
-.9872  (5.20) 
-.9702  (4.81) 
-.9772  (4.68) 
-  ,9060 (4.18) 
-3848  (3.97) 
-.8446  (3.79) 
-.8101  (3.52) 
-.9654  (10.73) 













1.0727 (1 1.45) 
1.0876 (12.12) 




.9048 (I  I .65) 




Source: OECD School Cohort Dataset. 
Note:  Controls include 14 country dummies, a time trend, a gender dummy, plus 19 age 
dummies in the overall equation. Numbers in parentheses are t-statistics. 
for the out-of-school group) and holds in 23 of 30 country-gender compar- 
isons. Among out-of-school youths, moreover, the employment of men is 
more sensitive to aggregate conditions than is the employment of women. 
The major  difference  by  gender  in the calculations,  however, is on the 
trend term. The coefficients on the trend show a rise in employment  of 
women in virtually every country compared to trend decline in employ- 
ment for men. Because unemployment  rates have risen in most countries 
since the 1980s, this does not mean that the proportion of young out-of- 
school women has risen, but that it has risen relative to the rising rate of 
unemployment. The gap between  the proportion  of young women  em- 
ployed and the proportion of young men employed is declining over time. 
The school-to-work transition  can be a smooth process in which youths 
enter the job market and obtain relatively long term jobs or it can be more 
of a job-matching and shopping process in which youths enter and engage 



















In School  Out of School 
Unemployment  Unemployment 
Rate ('YO)  Trend  Rate (%)  Trend 
-.8273  (5.39)  -.I095  (1.93)  -1.3975  (21.98)  -.3560  (15.30) 
-1.1048  (4.99) 
-1.4660  (5.12) 
-  1.4041 (1.89) 
,1327 (0.24) 




-2.4761  (3.86) 
-.5900  (0.31) 
-4.3383  (6.01) 
-  1.0876 (2.17) 
-  1.2379 (5.50) 
-  I .6567 (4.38) 
-.7469  (2.43) 
-.8774  (9.16)  -1.8932  (15.76) 
-.1339  (0.37)  -1.4609  (5.84) 
-.I337  (1.59)  -2.0752  (20.84) 
-.2123  (0.65)  -1.4528  (7.16) 
,3163 (1.69)  -1.6863  (8.12) 
2.1182 (7.72)  -.3503  (0.99) 
-1.1520  (4.45)  -.9029  (3.21) 
-  1.3307 (4.53)  -  1.6437 (5.81) 
-.4522  (2.77)  -.4052  (1.90) 
,2724 (0.78)  -2.1767  (4.03) 
-3.4451  (5.79)  -.4907  (0.90) 
-.2931  (1.21)  -1.7686  (10.06) 
1.6958 (6.58)  -1.7209  (19.65) 
,5584 (3.27)  -2.3621  (14.72) 
.I 134 (1.90)  -  1.6006 (21.36) 
-.2084  (4.01) 
-  1.0993 (7.96) 
-  .3294 (1 1.23) 
-  ,0908 (1.30) 
-  ,0486 (0.47) 
-.2869  (5.34) 
-.4309  (3.55) 
-.7384  (13.62) 
-.6542  (6.41) 
-.3834  (4.51) 
-  ,6422 (8.85) 





In School  Out of School 
Unemployment  Unemployment 
Rate ("%)  Trend  Rate ('YO)  Trend 
-.8992  (5.60)  ,1620 (2.71)  -1.0295  (11.36)  .7345 (22.14) 
-  1.3754 (5.41) 
-  ,2700 (1.03) 
-  1.0644 (1.39) 
-.0797  (0.1  1) 
-  ,4543 (0.48) 
.0652 (0.05) 
-1.7319  (2.38) 
-  ,9476 (1.47) 
-2.8387  (1.21) 
-2.2364  (3.47) 
-1.7110  (2.92) 
-.6303  (3.11) 
-  1.6592 (3.97) 
-  .2764 (1.09) 
1.1944(1.46) 
,4250 (3.86)  -1.4457  (5.22) 
-.0659  (0.15)  -1.3627  (4.01) 
.2517 (3.27)  -1.0504  (5.13) 
-.7137  (2.14)  -1.2616  (3.97) 
-.3910(1.60)  -1.1139(5.35) 
1.6508 (5.94)  -.5836  (1.01) 
-.8721  (3.14)  -1.6912  (5.69) 
-.7332  (2.36)  -1.2158  (3.04) 
-.I203  (0.73)  -.I910  (0.81) 
-.6038  (1.31)  -2.1578  (2.97) 
-.5257  (0.99)  .6612 (1.29) 
-.I604  (0.57)  -2.0144  (9.82) 
,3915 (1.66)  -1.0743  (14.36) 
1.0701 (5.66)  -  1.6975  (9.33) 












1.4230 (1  7.38) 
,5733 (6.96) 
,9290 (3 1.45) 
-.0452  (0.24) 
Source: OECD School Cohort Dataset. 
Note: Controls include 14 country dummies, a time trend, a gender dummy, plus 19 age dummies in the overall equation. Numbers in parentheses are t-statistics. The Declining Economic Status of Young Workers in OECD  Countries  41 
Table 1.12  Numbers of Jobs Held by Young Persons between Ages 16 and 25 
No. of Jobs Held 
Since Age 16 over 
No. of 
Jobs per 
Country  Relevant Period  Year 
United States: between age 16 in 1979 
and age 25 in  1988 
Men 
Women 




1974 and age 23 in  1981 
Men 
Women 






Norway: from school leaving in 
United Kingdom: between age 16 in 
Germany: between age 16 in 1974 





















Sources: United States, National Longitudinal Survey of Youth; Norway, Norwegian Labor 
Market Survey, 1989-1992; United Kingdom, National Child Development Study; Germany, 
German Socio-Economic Panel; and Japan, Survey on Employment Conditions of Youth, 
1985. 
exemplify labor markets  in which young persons enter the market  and 
obtain relatively permanent jobs quickly. The United States and Canada 
are examples  of  labor  markets  in  which  youths  enter the market  and 
change jobs readily before settling down. Both mechanisms have benefits 
and costs. Youths who move from school to permanent work directly are 
likely to make greater firm- or sector-specific investments in human capi- 
tal. Youths who go from school to many short-term jobs are likely to be 
more mobile across sectors and to pick up a more diverse set of employ- 
ment experiences. 
Table 1 .I2 shows that the differences between these modes of entry into 
employment produce huge differences in the number of jobs youths hold 
as they make the transition  from school to work in various countries. It 
records the mean number of jobs youths held between ages 16 and 25 (or 
from school leaving to age 30 for Japan, and to age 25 for Norway), as 
given in longitudinal surveys (the United States and the United Kingdom) 
or in surveys that ask about jobs retrospectively  (Germany, Japan, and 
Norway). The mean number of jobs held between ages 16 and 25 by Amer- 42  David G. Blanchflower and Richard B. Freeman 
ican youths is an order of magnitude greater than that in the United King- 
dom, Germany, or Japan and is considerably above that for Norwegian 
youths as well. This reflects the high  degree of mobility in the U.S. job 
market that the OECD has found in other statistics as well. Many Ameri- 
can youths work while attending school and during summer vacations, 
but this is not the reason for the sizable number of jobs. Young persons 
who have completed schooling also shift frequently among  jobs during the 
school-to-work  transition.  National  Longitudinal  Survey  of  Youth 
(NLSY) data show that by age 26 almost no American youths had held 
just one job and 90 percent of women and men had changed jobs more 
than three times. By contrast,  just 4 percent of Japanese men and 1 percent 
of Japanese women had changed jobs more than three times; 10 percent 
of German men under age 30 and 4 percent of German women under age 
30; 10 percent of young Norwegian men and 13 percent of young Norwe- 
gian women; and only 30 percent of British men and 35 percent of British 
women (at age 23).’ 
In sum, the transition from school to work is sensitive to aggregate eco- 
nomic conditions, with the employment and unemployment  of youths 
highly dependent on the rate of unemployment, particularly for younger 
youths and those out of  school. The rising  trend  of  employment  for 
women has in part offset the adverse effects of aggregate unemployment 
on young  women  and shows that  aggregate unemployment  is  not  the 
“whole story” of what happened to youths in the job market. In addition, 
the institutions of the labor market produce very different job experiences 
during the transition period. 
1.2  An Extreme Social Outcome: Suicide 
The worsening  of the youth job market in the  1980s and  1990s was 
accompanied by  changes in several social outcomes for youths, including 
crime, living arrangements, reported happiness, and suicide. Some of these 
changes may be responses to changes in the job market and schooling of 
young people. Others may be simply correlates of those changes. Which- 
ever they are, it is illuminating to go beyond the job market indicators of 
5. The numbers for Japan relate to individuals from the time of leaving school to age 30, 
in  1985. 
The German numbers are taken from the first sweep of the German Socio-Economic Panel 
of 1084. Respondents were asked how many jobs they had held over the preceding 10 years. 
The numbers reported here relate to individuals aged 16 or over. 
The Norwegian numbers relate to individuals under age 25 who left education  in  1989. 
The number ofjobs is then counted over the period 1989-92. 
The British numbers relate to the number of jobs held between  1974 and 1981 by respon- 
dents to the National Child Development Study, all of whom were born in March 1958. 
For further details of all these data sources, see app. A3 in Blanchflower and Freeman 
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how youths have fared in the  1980s and 1990s to examine other  social 
outcomes. Other chapters in this volume examine the criminal behavior of 
young men and the resultant outcome of incarceration (Freeman, chap. 
5), the living arrangements of young men and women (Card and Lemieux, 
chap. 4), and reported life satisfaction and happiness (Blanchflower and 
Oswald, chap. 7). Here we focus on an extreme indicator of the well-being 
of youths, their death rate due to suicides. 
Table  1.13 gives death  rates per  100,000 by  suicide and self-inflicted 
injury for young and older persons for 22 countries, for 1970, 1980, and 
1992, separately by sex. Suicide is a reasonably well measured and power- 
ful indicator  of how people feel about themselves and their  relation  to 
society. The suicide rates are in all cases higher for men than for women. 
Across the countries, there is wide variation in both the adult and youth 
rates  and considerable  variation  in  the pattern of  change.h In  English- 
speaking countries-the  United  States, Canada, the United  Kingdom, 
Australia, New Zealand, and Ireland-rates  of suicide rose sharply, which 
could potentially  reflect rising problems for youths in the job market in 
those countries, in particular the increase in inequality  that marked the 
1980s. But rates of suicide also rose among young men in Norway, where 
earnings inequality is small and the social safety net high. That youths in 
these countries report themselves as being happier or more satisfied with 
their lives (Blanchflower and Oswald, chap. 7 in this volume) further com- 
plicates any simple interpretation of these patterns and their link with the 
increasingly elongated transition from school to work. 
1.3  Demography and Industrial Composition in the Youth Job Market 
The supply of youths to the job market depends on the demographics 
of the youth  population  and the activity  rates of youths with  differing 
characteristics. The demand for youths in the job market depends in part 
on the composition of employment by  sector and the ability of firms to 
substitute between youths and other inputs. 
1.3.1  Demographic Factors 
Because of fluctuations in fertility, the size of youth cohorts varies con- 
siderably over time. In the 1970s the baby boom generation  reached the 
labor market, with significant consequences for youth unemployment and 
wages. The large influx of young workers depressed the opportunities for 
a typical  entering worker. In the United  States and other countries the 
result was a sharp twist in the age-earnings profile against the young. In 
6.  Suicide rates for young men declined between the 1970s and the 1990s in Japan, Austria, 
Sweden, and West  Germany and fell for young women in three of these countries, Japan, 
Sweden, and West  Germany. These are the countries where unemployment rates over the 
period 1970-90 were very low until the 1990s. Table 1.13  Death Rates by Suicide and Self-Inflicted Injuries, 197e92 (deaths per 
100,000 persons) 
Men  Women 
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16.2 Table 1.13  (continued) 
Men  Women 
Country  15-19  20-24  25-54  15-19  20-24  25-54 
Mexico 
1970  2.2 
1980  3.2 
1991  3.8 
1970  3.3 
1980  3.7 
1992  4.6 
1970  9.0 
1980  12.4 
1992  27.7 
1970  1.3 
1980  14.3 
1992  18.0 
1970  5.1 
1980  3.2 
1992  3.5 
1970  1.3 
1980  2.5 
1991  4.7 
1970  10.2 
1980  5.8 
1992  5.4 
1970  12.7 
1980  22.9 
1992  10.6 
1970  3.0 
1980  4.1 
1992  6.4 
1970  8.9 
1980  13.8 
1991  18.0 
1970  15.7 
1980  11.8 
1990  9.6 





















































































































































































Source: World Health Organisation Statistical Database. 
=Data  for 1992 refer to East and West Germany. 46  David G. Blanchflower and Richard B. Freeman 
other  countries the result  was  a twist  in  employment-population  rates 
against the young. In the 1980s and 1990s the youth share of the popula- 
tion fell in most OECD countries, as the baby boomers aged and were 
replaced by smaller cohorts. The decline in the relative number of young 
persons is depicted in table 1.14, which shows the ratio of the population 
aged  15-24  to the population  aged 25-54  in  OECD countries in  1980, 
1990, and 1994. The marked drop in the youth population relative to the 
25-54-year-old  population  is  substantial in  all countries except Japan, 
where it grew from 30.8 percent in  I980 to 35.6 percent in  1994. Taking 
all the countries together, the ratio of 15-24-year-olds to the older group 
in 1980 averaged (unweighted) 44.2 percent, in 1990 it averaged 38.6 per- 
cent, and in  1994 it averaged 35.4 percent. The drops in the relative num- 
ber of youths were particularly marked in Canada, the United States, and 
Germany. All else the same, large declines in cohort size could be expected 
to raise  the employment prospects and reduce  the unemployment rates of 
Table 1.14  Ratio of Population Aged 15-24  to Population Aged 25-54,  1980-94 
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youths relative to adults, and to raise their wages relative to adults. In many 
countries,  indeed, youth labor market  problems were expected to disap- 
pear as the youth cohort declined in size. But as we have seen in preceding 
sections, no such improvement in fact occurred. 
1.3.2  Sectoral Employment 
In  most  countries  youths  work  in  different  economic  sectors  from 
adults. They are more likely to be found in retail  trade industries  and 
hotels and restaurants than in utilities, education,  or public administra- 
tion. Among men a disproportionate number of the young are employed 
in construction. Among women a disproportionate number of the young 
are employed in the health sector. Differences in the industrial distribution 
of employment for younger and older workers suggest a separation be- 
tween  the youth  and adult labor markets. If the overall  distribution  of 
employment by industry is relatively stable or if youths are concentrated 
in  declining sectors, they must  switch industries to move into relatively 
permanent work. 
One way to see which industries use youths disproportionately is to cal- 
culate the ratio of young workers to older workers in an industry (here 
the ratio of workers aged 16-24  to those aged 25-54)  and to divide these 
coefficients by  the economy-wide ratio of  16-24-year-old  to 25-54-year- 
old employees. When the ratio exceeds one, an industry employs dispro- 
portionately  more  15-24-year-old  workers  than it  does  older  workers, 
making it a “youth-intensive’’  industry. When  the ratio of the shares is 
below one, the industry employs relatively few younger workers. Table 1.15 
records relative input coefficients for young workers in European OECD 
countries in the one-digit NACE industries where youths were highly con- 
centrated in 1994. In every country, youths are disproportionately repre- 
sented in hotels and restaurants and wholesale and retail trade and repair. 
These sectors are huge employers of youths. In Germany and France, for 
instance,  the two  sectors employed  39  percent  of  all young workers in 
1994. When the youth workforce is disaggregated by  sex, two other indus- 
tries  are highly youth  intensive:  construction,  for men,  and health,  for 
women. The uniformity  of these patterns across countries is striking and 
suggests that, differences in school-to-work  transition  patterns  notwith- 
standing, what happens to the youth labor market depends critically on 
developments in a limited set of sectors in all countries.’ If, for example, 
7. The magnitude of the difference between the distributions of youths and adults across 
industries does, however, differ among countries. This is reflected in an index of  structural 
dissimilarity between the two distributions: the sum of the absolute value of the difference 
between the percentage of  15-24-year-olds  employed in an industry and the percentage of 
25-54-year-olds  employed in that industry. Blanchflower and Freeman (1996) show that Ger- 
many has the lowest index of industrial dissimilarity, especially for men. In part at least, this 
may reflect  German reliance on apprenticeships in the school-to-work transition,  which 
places youths in the sectors where they are likely to be permanently employed. Table 1.15  Ratio of Age 15-24  Share of Employment to Age 25-54 Share of Employment in Youth-Intensive Industries, 1994 
Country 
All  Men  Women 
Hotel and  Wholesale and Retail  Hotel and  Hotel and 
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the shares of employment in hotels and restaurants and wholesale and 
retail  trade  were  falling,  this  would  adversely affect the  movement  of 
youths into job markets and thus help us to explain why  the youth job 
market worsened. But the opposite occurred: in nearly all of the countries 
employment in these sectors grew relative to total employment. 
Table 1.16 shows this result for 20-24-year-olds  for the period 1985-94 
in selected OECD countries. It uses two-digit NACE industries to analyze 
the effect of changes in the composition of employment by industry on the 
employment of young workers. Column (1) records the age 20-24  share of 
total employment in 1985. Given the general decline in the age 20-24  share 
of the population, the age 20-24  share of employment should have fallen 
through  1994, and column (2) gives the 1994 demographically  adjusted 
predicted share. It is obtained by multiplying the column (1) figures by the 
ratio of the age 20-24  share of the population in 1994 to the share in 1984. 
Column (3) shows the actual 1994 share of employment accounted for by 
20-24-year-olds.  Column (4) gives the difference between the actual share 
and the share that would have resulted simply from the drop in the youth 
share of the population: column (3) minus column (2). Column (5)  gives 
the predicted effect of the change in industry mix. It is the sum of the 
changes in the share of total employment in each industry multiplied by 
the age 20-24  share of employment in that industry scaled for the change 
in the group’s share of population.* In all of  the countries save Belgium 
the change in  industry  share effect is  positive, implying that the youth 
proportion of employment should have risen, not fallen, as a result of the 
changing mix of employment by sector. 
1.4  The Youth Wage Discount 
Youths invariably earn less than workers with more job market experi- 
ence or age. To  assess the “youth discount”  we  turn to data from the 
International Social Survey Programme (ISSP), which provides a single 
source, based on nominally similar definitions, for youth and adult earn- 
ings over time. Using the ISSP files for 1993, we regressed the log earnings 
of respondents on dummy variables for gender and age group across coun- 
tries. For analysis of these wage data for earlier years, see Blanchflower 
(1999) and Blanchflower and Freeman (1992). The coefficients in this re- 
gression for workers aged 18-24  relative to those for workers aged 35-44 
provide an estimate of the youth discount for a similarly defined group. 
The results, summarized in table  1.17, show a wide range of youth dis- 
counts among countries that roughly reflect the distribution of earnings 
8. Specifically, let a,  be the age 20-24  share of employment in industry  i in 1985, b, be the 
share of industry j in total employment, and r  be  the ratio of the age 20-24  share of  the 
population in 1994 to its share in 1995. The industry shift measure is then the sum over j of 
ru, times the change in b,, where the change is from 1985 to 1994. Table 1.16  Youth Share of  Employment and Change in Share Due to Demographic Change and Change in Employment by  Industry, 1985-94 
Expected Share  Change in Share 
Share of  of Employment,  Actual  Actual Minus  of Employment 
Total  1994, Given  Share of  Expected  Due to Changes 
Employment,  Change in Share  Employment,  Share  in Industry Mix 
1985  of Population  1994  (3) -  (2)  of  Employment 





















































































Sources: Data for European countries supplied by  EUROSTAT on the basis of each country's labor force survey. Data for Canada and the United States are 
based on each country's March labor force survey and were supplied by  Statistics Canada. Data for Japan are from the 1992 Employment Status Survey from 
the Management and Coordination Agency, Statistics Bureau. See OECD, Employmrnf Outlook (Paris, 1996). table 4.12. 
Note:  Age group is 20-24-year-olds. 
*Data refer to ages 15-24.  Years are 1982 and 1992. 
hData  refer to 1986 and 1994. 
'Data refer to 1983 and 1994. The Declining Economic Status of Young Workers in OECD Countries  51 
Table 1.17  Relative Earnings of 18-24-Year-01ds  Compared with 3WYear- 
Olds, 1993 
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Source; International Social Survey Programme, 1993. 
Note; Coefficient on age dummy for 18-24-year-olds compared with the excluded category 
of  35-44-year-olds. All equations include five age dummies and a gender dummy. Sample 
consists of the employed (self-employed or employees). 
and wage-setting institutions in the countries. The differentials are largest 
for countries with high levels of inequality and decentralized wage setting. 
The biggest adult-young wage differential is for the United States, followed 
by Canada and New Zealand. The United Kingdom and Japan also show 
sizable  differentials,  as  does-surprisingly-Norway.  Differentials  are 
smaller in countries where wages are largely determined by collective bar- 
gaining: Germany, the Netherlands, Spain, and Italy, though Ireland also 
has a relatively small youth discount. 
From the 1970s through the early 1980s the earnings of youths fell rela- 
tive to the earnings of adults in several countries (OECD 1986). One im- 
portant reason was the entry of the baby boom generation to the job mar- 
ket. Given this pattern, many analysts and governments expected youth 
labor market problems to lessen as the relative size of youth cohorts de- 
clined in the late 1980s and 1990s. As tables  1  .I and 1.2 showed, however, 
this demographic change did not produce favorable employment patterns. 
Did it show up in the relative wages of youths, particularly  in countries 
like the United States or Canada, where wages are presumably highly re- 
sponsive to shifts in supply or demand? 
Figure 1.3 provides a clear answer to this question. It records the ratios 
of the earnings of workers aged 16-19  and 20-24,  by sex, to the earnings 
of older  workers  in  11 OECD countries for which earnings by  age are 
available. The precise  age group for  older workers  in  the comparisons 
differs depending on the country. For most countries, the older group con- 
sists of 35-44-year-olds  or 40-49-year-olds,  but the Swedish figures relate 
to 25-64-year-olds  and the Japanese figures to 45-49-year-olds.  There are 
other differences in the nature of the data across countries that make cross- 1980  1981  1982  1983  1984  1985  1916  1987  1988  1989 
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country comparisons of the ratios imprecise (see Blanchflower and Free- 
man  1996, app. A2) but that do not affect changes over time. Figure 1.3 
shows that in virtually all OECD countries workers aged 16-19  or 20-24 
experienced  declines in  earnings  relative  to older workers  through the 
1990s. To be sure, there are some country differences in the magnitude and 
timing of the fall in relative youth earnings. The United States and Canada 
had steep drops from the mid-1970s; the United Kingdom’s  decline was 
larger from the mid-1980s to the mid-1990s  than in the earlier  period; 
Italian youth wages did not begin to fall sharply until the 1990s; and Swed- 
ish relative wages were roughly constant through  1991. But Sweden aside, 
despite the sharp fall in the relative  size of youth  cohorts, and despite 
differences in wage-setting institutions, the relative pay of youths dropped 
throughout the OECD. This implies that the presumably beneficial effect 
of the declining size of youth cohorts on youth wages was overwhelmed 
by other market forces. Wage-setting institutions may affect the magnitude 
of the youth-adult pay differential  and possibly the magnitude of the re- 
sponse of that differential to market conditions, but they do not rule out 
qualitatively similar adjustments across countries. 
1.5  Conclusion 
Many analysts expected the problems faced by  young workers in the 
job market to disappear  as the baby boom generation  aged and was re- 
placed  with  a smaller generation  of  young persons. This did not occur. 
Despite declines in the relative number of youths and shifts among indus- 
tries toward youth-intensive sectors, the employment  and earnings posi- 
tion of youths deteriorated in almost all OECD countries. Differences in 
school-to-work  transition affect the outcomes along some dimensions- 
for instance, in numbers of jobs that youths hold during the transition- 
but are generally  dominated by whatever forces have caused an overall 
deterioration  in  the  economic  position  of  low-paid  and  less  skilled 
workers. 
Many analysts would expect the relative employment of youths to vary 
inversely over time with  their relative wages. Perhaps greater youth  dis- 
counts and greater declines in youth wages generated more jobs for them 
in some countries, but the declines that did occur, including the large drops 
in youth wages in the United States, did not suffice to stabilize, much less 
raise, youth employment-population rates. One interpretation is that the 
wage and employment numbers lie along labor supply curves, due to mas- 
sively declining labor demand for young workers. Another interpretation 
is that the concordance of joblessness and falling pay reflects disequilib- 
rium in the labor market, also the result of declining demand for young 
workers. Whichever, we have identified one basic pattern in the worsened 
job market for young workers:  the disproportionately  large response  of The Declining Economic Status of Young Workers in OECD Countries  55 
youth employment  or unemployment  to changes in  overall unemploy- 
ment, The sensitivity  of youth  employment  and unemployment  to the 
overall rate of unemployment dominated sizable demographic and struc- 
tural changes favorable to youth in determining how youths fare in the 
job market. Unless overall rates of unemployment are reduced, there is 
little prospect for improvements in youth outcomes, even if youth shares 
of the population continue to fall or remain relatively small or if the com- 
position of employment shifts modestly toward service sectors that hire 
relatively many youths. 
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